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Witness Thress (USPS-T-7)

DMA/USPS-T7-1. On page 68 of your direct testimony you indicate that the sign of the
cross price elasticity of Standard A regular mail with respect to the price of Enhanced Carrier
Route mail was “implausible if one expects these two subclasses to be substitutes for one
another.” You also indicate that you found the cross price elasticity of enhanced carrier route
with respect to the price of Standard A regular to be of the correct sign, but too high in
magnitude. You further state that “[h]ence, no cross-price substitution was modeled between
Standard Regular and Enhanced Carrier Route mail in the demand equations presented and
discussed here.” Does this imply that you fit demand equations for Standard Regular and
Enhanced Carrier Route that are not presented in your testimony? If so, please provide the
specification for these equations, the parameter estimates, and the results of any statistical tests
or regression diagnostics you performed.

DMA/USPS-T7-2. On page 69 of your direct testimony you state that “[t]he regressions were
not begun starting in 1983Q1 based on a comparison of regression results starting in 1983Q1
and those starting in 1984Q1.” Please provide the specification for the regressions starting in
1983Q1 and the results, including parameter estimates and all statistical tests and regression
diagnostics.

DMA/USPS-T7-3.  a) Does the cross-price elasticity of Standard A ECR mail with
newspapers and radio mean that they both get additional advertising revenues when ECR rates
increase?

b) Would newspapers and radio also get additional advertising revenues
as a result of increases in the Standard A Regular rates?

¢) Please provide an estimate of how much additional advertising
revenues newspapers and radios will receive as a result of the Postal Service’s proposed
increase (i) for Standard A ECR and (ii) for Standard A Regular mail.

DMA/USPS-T7-4. In the past several cases, Dr. Tolley has used the Z variable in demand
estimates for Standard A mail. Please explain why you no longer use this variable.
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